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mt of From the end of World War II through 1951, most 
Jed to of the U.S. assistance to other countries consisted of 
nt of economic aid to Western Europe, including foodstuffs, 
trade metals, machinery, and other economic goods. With the 
eed launching of the Mutual Security Program in the fiscal 
year 1952, an increasing part of aid appropriations was 
Press directed toward providing essential military weapons and 
supplies. Most of the military aid also went to Europe, 
although in 1953 the amount directed to other areas 
increased sharply (see the accompanying table). The 
ot the shipments of U.S. economic and military goods made it 
: possible for foreign countries to conserve their gold and 
will be foreign exchange resources. In addition, the aid program 
b store has added directly to the dollar reserves of some coun- 
> same tries; and these reserves have been augmented by rapidly 
. lower rising U.S. military expenditures abroad. Meanwhile, 
; from economic aid has been continued to help provide a sound 
eciably base for rearmament, but the need for such aid to Europe 
ill has declined with the steady advance in European pro- 
duction, and nonmilitary commodity shipments to Europe 
aha tl seem to be coming virtually to an end. For the present 
fiscal year (1955), the economic aid program contains 
uly 17, § only a negligible amount of new funds for European 
countries, such as Spain, Yugoslavia, Greece, and 
Turkey. Outside of Europe, however, a somewhat larger 
amount than in previous years is provided for technical 
assistance and economic development. Total aid funds 
“U.K.- available for future expenditure from appropriations 
second | Previously approved or now pending amount to over 
ied $16 billion. 





The shift in emphasis from economic to military aid 
after 1950 did not entail a comparable shift in the com- 
modities exported under the aid program, since defense 
support was interpreted to include civilian-type goods. 
Actual exports under the military aid program were 
somewhat less than shown in the table; they amounted to 
$2.0 billion in 1952 and $3.5 billion in 1953. Most of 
the remainder of military aid was provided through off- 
shore procurement, involving goods and services pro- 
duced in other countries (mainly in Western Europe) 
against payment in U.S. dollars. Nearly $1 billion of 
aid has also been authorized in the form of direct dollar 
contributions to foreign defense programs, particularly 
that of France. The military aid program thus has 
helped toward the conservation of monetary reserves or 
the utilization of idle productive capacity, depending 
on local circumstances. 
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Changing Pattern of uls. Foreig 


ard EAR do -s 2 penditures 


(million US. a) 


1946-48 

Annual 
Average 1949 1950 1951 1952 1953 

Grant aid 

Military 137 210 526 1,470 2,603 4,281 
Europe 99 170 463 1,112 2,151 3,469 
Other areas 38 40 63 358 452 812 
Economic 2,688 4,997 3,484 3,035 1,960 1,813 
Europe 1,303 3,943 2,775 2,409 1,453 1,134 


Other areas 1,385 


Loan aid (net) 3,672 652 156 156 420 220 


Total aid 6,497 5,859 4,166 4,661 4,983 6,314 
U.S. military expenditures 
(offshore) 582 621 576 1,270 1,957 2,496 


Monetary reserves of foreign countries have bene- 
fited also from other U.S. military expenditures abroad, 
mostly for installations, supplies, and services required 
by U.S. overseas forces, and from foreign expenditures 
by U.S. military personnel. Of the total of $2 billion of 
such expenditures in 1952 and $2.5 billion in 1953, nearly 
half was spent in Western Europe. (The figures for mili- 
tary expenditures in the table include both offshore 
procurement for military aid and non-aid expenditure.) 

During the past year, new military assistance programs 
have included an agreement with Spain for the develop- 
ment and use of air bases in that country in exchange 
for U.S. military and economic aid; military aid to 
Japan including offshore procurement; military aid to 
Pakistan; and an increase in military aid to Turkey. 

Economic aid to non-European areas has been di- 
rected at technical assistance, economic development, and 
relief. Technical programs, averaging 
$125 million annually during the last three fiscal years, 
have helped the underdeveloped countries to attack their 
basic problems of malnutrition, disease, and illiteracy. 
For fiscal 1955, about $225 million is proposed to sup- 
plement technical cooperation with necessary capital 
equipment. Relief operations have accounted for a large 
part of the economic aid to these areas in recent years, 
including wheat loans to India ($190 million) and 
Pakistan ($15 million) and a $200 million Korean re- 
habilitation program approved in August 1953. 

Loan aid:in 1952 amounted to about $850 million and 
in 1953 to about $720 million; and repayments on 
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previous loans were about $430 million in 1952 and 
$500 million in 1953. Much of the lending has been by 
or through the Export-Import Bank. In addition to 
financing U.S. exports under conditions where private 
credit was inadequate, the Bank has made develop- 
mental loans ($135 million to Israel and $150 million to 
Mexico); extended credits to enable other countries 
to liquidate commercial debts to U.S. exporters ($125 
million to Argentina and $300 million to Brazil) ; made 
advances against future foreign earnings under offshore 


World Tanker Market 


Freight rates for oil-carrying tankers have declined in 
the early summer months of this year. A few years ago, 
rates were skyrocketing, and a peak was reached just 
before the end of 1951 when freight rates were equal to 
the British Ministry of Transport (MOT) old rates plus 
300 per cent. At present, the minimum rates paid are 
MOT rates minus 57.5 per cent; in shipping circles these 
rates are not regarded as profitable. 

The rapid and wide fluctuations reflect the develop- 
ment of the consumption and tanker-carrying capacity 
for oil. The increase in rates in 1951 was due to a rapid 
increase in oil production; at that time, nearly all the 
tankers were employed and there was no idle tonnage 
to transport increased oil supplies in the winter months. 
During 1952 and 1953, the rate of increase in oil pro- 
duction was less than in the earlier years; and in 1953, 
when production was 654 million tons, consumption was 
only 624 million tons. 

At the same time that the rate of increase in oil con- 
sumption slowed down, there was a 33 per cent increase 
in tanker tonnage. In addition to the increase in ton- 
nage, the average speed of tankers has risen 50 per cent 
above the prewar average, and the loading capacity has 
been raised from 600-800 tons per hour to 2,000-3,000 
tons per hour. The average tonnage of the tankers has 
also risen; before the war a tanker of 10,000 gross 
register tons was a large ship, but today the standard 
tanker is between 16,000 and 19,000 tons and some exceed 
30,000 tons. These larger tankers have begun to influence 
the freight rate structure, and they can run with a profit 
at a lower freight level than the old, smaller ships. Until 
now few large ships have been in operation, and the 
smaller ships have dominated the freight rate structure. 
Since the present low rates do not yield any profit for 
the older ships, tanker tonnage of about 3.1 million dead 
weight tons, or 8.3 per cent of the world tanker tonnage, 
is now laid up. While most of these tankers are old, 
some modern tankers also are idle. 

During the first six months of this year, tonnage rose 
by 6 per cent, to 38 million dead weight tons. In the 
same period, practically no new contracts for tankers 
were announced, so that the volume of tanker tonnage 
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procurement contracts ($254 million to France); and, 
generally, has administered specific loans authorized by 
Congress (Marshall Plan credits, wheat loans, and credit 
to European Coal and Steel Community). 


Sources: Federal Reserve Bank of New York, Monthly 
Review of Credit and Business Conditions, New 
York, N. Y., July 1954; Department of Com- 
merce, Survey of Current Business, Washington, 
D. C., July 1954. 


under construction or under contract has recorded the 
third successive, and the most steep, decline since the 
war. As of July 1, 1954, the tonnage on order and to be 
delivered during the next 2-3 years totaled 9.6 million 
dead weight tons, a drop of 17 per cent from Janu- 
ary 1, 1954. While in the first half of 1954 about 0.5 
million tons of tankers were reported sold for scrap, a 
considerable rise in the scrapping of older and less 
efficient tonnage is expected. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, July 6, 1954. 


Europe 


Additional Freedom for U.K. Sugar Trade 


Two additional steps in the freeing of sugar trading 
in the United Kingdom have been announced. The first 
involves the extension to refined sugar of the previous 
facilities granted to U.K. traders to buy and hold stocks 
of raw sugar in any part of the world. The second per- 
mits U.K. traders to sell to nonresidents for sterling, or 
the appropriate local currency, raw sugar originating in 
the American account area. Therefore raw sugar is now 
one of the “dollar” commodities that can be sold freely 
in London for non-dollar currencies. The remaining re- 
strictions on sugar trading are, first, that refined sugar 
originating in the dollar area must still be sold for 
dollars and, second, that imports of raw sugar for U.K. 
domestic requirements continue to take place solely on 
government account. The former restriction is pre- 
sumably designed to help the Ministry of Food dispose 
of its raw sugar stocks via U.K. exports of refined sugar. 
The latter is connected in part with the operation of the 
Commonwealth Sugar Agreement, which guarantees a 
market in the United Kingdom for up to 1,568,000 tons 
of Commonwealth sugar at a fixed price, now appreci- 
ably above the world price. Some changes in legisla- 
tion in this field may be expected in the autumn, but 
imports are unlikely to be returned to private hands 


before mid-1955. 


Nevertheless, the latest extension of the convertibility 
of sterling in sugar dealings will do much to restore free- 
dom of trading in the “free” world market and to re- 
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establish the London trade as the center of that market. 
The extension of trade opportunities may lead to the 
reopening of a London futures market in raw sugar, 
although on a narrower basis than in prewar years. It 
is hoped to begin futures trading before the end of this 
year, with March as the first delivery month. 


Sources: The Financial Times, July 9, 1954, and The 
Economist, July 17, 1954, London, England. 


Dissolution of U.K. Ministry of Materials 


The U.K. Ministry of Materials is to be dissolved in 
August and its remaining work taken over by the Board 
of Trade. The Ministry was established in July 1951 
to deal in materials then in short supply. Within the 
last 18 months, trade in lead, zinc, aluminum, copper, 
magnesium, hemp, sulphur, pyrites, tungsten, raw jute, 
and cotton has been restored to private hands, and res- 
toration of the timber trade has been completed. By 
the end of this year, disposal of most of the Ministry’s 
stocks will have been effected at fair market prices. 
Excluding cotton, 1.4 million tons of materials, valued at 
£125 million, will have been disposed of, or added to 
the strategic stockpile. The principal residuary activities 
of the Ministry are (1) the control of two remaining 
commodities, newsprint and jute goods, though the news- 
print rationing scheme is now voluntary and government 
trading in jute goods is a means of protection to the 
domestic industry rather than an indication of any 
shortage; (2) disposal of stocks; (3) advisory and 
supervisory functions in matters of procurement and 
supply; (4) the purchase of some materials, including 
copper, lead, and zinc, under long-term contracts which 
have not yet expired; (5) sale of the products of certain 
government factories, including flax; and (6) adminis- 
tering the strategic stockpile. 


Source: The Financial Times, London, England, 
July 16, 1954. 


Reduction by U.K. Banks of Foreign Exchange Commissions 


On July 19 Authorized Dealers in the United Kingdom 
made an appreciable reduction in the cost of foreign 
exchange dealings in London. For many years the banks 
have, by common consent, charged their clients a com- 
mission of approximately 144 per cent on purchases or 
sales of foreign exchange; the exact rate varied for very 
small and very large transactions. The exchange com- 
mission was agreed and its amount fixed when the banks 
acted purely as agents for the Bank of England and the 
commission represented their sole source of revenue from 
foreign exchange business. Since 1951, when the banks 
were given the right to deal within the permissible spread 
of official rates, they have earned both the commission 
and their normal dealing “turn.” The maintenance of 
the old rates of commission has been a bone of conten- 
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tion since the reopening of the commodity terminal 
markets, in which profit margins frequently have to be 
cut to a fraction of 1 per cent. There has been some under- 
cutting, mainly from merchant and U.S. banks, and the 
Clearing Banks have become increasingly concerned at 
this competition. They have now reached an agreement 
limiting the 1 per cent commission to transactions of 
£5,000 and under (again subject to a special scale of 
charges for transactions under £100). The commission 
on larger transactions, whatever their size, will be a 
flat £6 5s. The new arrangement is expected to strengthen 
the position of the London foreign exchange market. 


Sources: The Financial Times, July 16, 1954, and The 
Economist, July 17, 1954, London, England. 


Tax Exemption in Belgium 


The Belgian Parliament has approved a law exempting 
from taxation profits of up to 30 per cent on new 
capital invested in productive equipment during the two 
years beginning July 1, 1954, provided the amount of 
investment is at least Bfr 250,000 (US$5,000) for any 
taxable period. If profits should be less than 30 per cent 
in any year, the difference may be deducted from profits 
in any one of the following five years. No distinction is 
made between distributed and nondistributed profits, and 
the tax exemption will apply only to profits of industrial 
or handicraft enterprises. The Government will decide 
how the law is to be applied, and will define the term, 
“productive investment.” 


Source: Moniteur Belge, Brussels, Belgium, July 4, 1954. 


Security Yields in Amsterdam 


The weighted index of share prices on the Amsterdam 
Stock Exchange in July was approximately 60 per cent 
above the index for October 1952. (This index is weighted 
by the size of the capital of the companies whose shares 
are included in the index.) During this period, the boom 
for shares quoted on the Exchange continued practically 
uninterrupted, with the rise in quotations being particu- 
larly sharp during 1954. The effective yield of most 
shares now is 5-6 per cent. However, the effective yield 
on the average portfolios of Netherlands investors is 
considerably lower since, at present prices, the yield 
on shares of Netherlands international corporations, 
which usually comprise a large part of those portfolios, 
is relatively low. For instance, the yield on Royal Dutch 
shares is now calculated at 3.55 per cent. 

On the bond market, the effective yield of gilt-edged 
securities is approximately 3.5 per cent. The 3.75 per 
cent Belgian State Loan recently issued at 100 per cent 
was heavily oversubscribed, and fetched a price of 2% 
per cent over par on the first day that the bonds were 
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quoted. The effective yield at this price is also close 

to 3.5 per cent. 

Source: De Twentsche Bank N. V., Weekbericht, Am- 
sterdam, Netherlands, July 23, 1954. 


Norwegian Dumping Complaint 


The Norwegian complaint to OEEC concerning West 
German and Belgian dumping of zinc in Norway (see 
this News Survey, Vol. VI, p. 392) has been withdrawn. 
The German and Belgian exporters, after direct negotia- 
tions with the Norwegian producers of zinc, have reached 
an amicable understanding. 

Source: Norges Handels og Sj@fartstidende, Oslo, Nor- 
way, July 15, 1954. 


Increased Economic Activity in Finland 


Finnish economic activity increased considerably dur- 
ing the first half of this year and, in view of world de- 
velopments, present production trends are expected to 
continue during the second half of the year. The Finnish 
Ministry of Finance in its half-yearly report estimates 
that the total real national product will be 4-5 per cent 
greater this year than in 1953. For the first four months, 
the index of manufacturing production was 12 per cent 
higher than in the corresponding period last year. 

The demand for Finnish export products has been 
high. Exports of woodpulp are estimated at 920,000 tons, 
compared with 786,000 tons last year. Foreign exchange 
earnings from exports are expected to exceed those of 
last year by 20 per cent and to reach 150 billion markkas. 

Imports in the first half year were 10 per cent above 
those in the first half of 1953. The increase in imports 
of raw materials was especially sharp, the volume rising 
by one third. The 1954 import program calls for imports 
valued at 130 billion markkas. 

The Finance Ministry report, discussing trade liberali- 
zation and preparations for currency convertibility in 
many countries, states that if Finland: cannot join in 
these developments her external position may be affected 
unfavorably. There is a close connection between these 
matters and internal prices, which have remained fair- 
ly stable for more than two years. Recently there has 
been increased pressure on prices, and there is now a 
danger that the price index may reach 105—the figure 
at which wages and farm income would have to be ad- 
justed upward, in accordance with the 195] stabilization 
program. 

The report states that, if adequate measures are not 
taken to maintain stability, the gap between the Finnish 
cost level and that in other countries will be widened 
further, and it would be still more difficult to discontinue 
quantitative import restrictions. 

Source: Svenska Dagbladet, Stockholm, Sweden, July 4, 
1954. 
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Italy and Convertibility 

The Italian Minister of the Budget, Mr. Vanoni, in an 
interview with the Financial Times, has stated that Italy 
does not expect that convertibility will be established 
for the lira in the immediately foreseeable future, though 
a convertible currency is one of the Italian Government's 
objectives. The main issue, according to Mr. Vanoni, 
is how to carry forward into the new era of convertibility 
the benefits resulting from both the OEEC liberalization 
program and the international collaboration developed in 
EPU and other bodies. 

Mr. Vanoni pointed out that Italy has maintained its 
import liberalization percentage in OEEC at 99.7, al- 
though the problem of Italy’s deficit in EPU could easily 
be solved by reducing the percentage to, say, 75. Mr. 
Vanoni emphasized that Italy would not lower the per- 
centage despite the fact that this policy is unpopular in 
Italy since other countries, whose exports benefit from 
the Italian Government’s liberal trade policy, have im- 
posed quota restrictions on Italian goods. 

Source: The Financial Times, London, England, July 20, 
1954. 


Middle East 


Egyptian Budget 

In Egypt’s General Budget for 1954-55, which has 
been approved by the Council of Ministers, revenue and 
expenditure have been balanced at LE 227.9 million. An 
Economic Development Budget for LE 42.3 million and 
a Public Services Budget for LE 14.6 million also have 
been approved; and ten autonomous budgets, totaling 
LE 18.3 million, have been authorized. For 1953-54, 
there was no Public Services Budget, the General Budget 
estimates were balanced at LE 197.5 million, and the 
Development Budget was LE 35.5 million, in addition to 
LE 7.0 million that had been appropriated for develop- 
ment earlier that year. 

The 1954-55 Development Budget, which will be fi- 
nanced mainly by borrowing, includes LE 17.6 million for 
irrigation schemes, LE 10.8 million for communication 
projects, and LE 4.1 million for agricultural projects. 
For the Public Services Budget, part of the revenue will 
be obtained from the confiscated property formerly be- 
longing to the royal family and others. The appropria- 
tions in that budget include LE 5.4 million for potable 
water projects and LE 4.5 million for rural multiservice 
units. Among the most important autonomous budgets 
are those of the Educational Institutions Board (LE 4.8 
million), the Agrarian Reform (LE 4.2 million), and the 
Government Staff Insurance and Provident Funds (LE 2.3 
million). Expenditures included in these autonomous 
budgets will be covered partly by the General Budget 
and partly by the institutions’ own resources. 

In the General Budget, defense accounts for the largest 
part of the expenditure estimates (LE 37.9 million, or 
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16.6 per cent of the total), followed by education 
(LE 28.7 million, or 12.6 per cent of the total), commu- 
nications (LE 24.5 million, or 10.8 per cent), and public 
works (LE 13.6 million, or 6.0 per cent). Appropria- 
tions for the high cost of living bonus will cost the Gov- 
ernment LE 26.5 million, or 11.6 per cent of total ex- 
penditures. It is estimated that customs and excise duties 
will yield LE 98.5 million (43.2 per cent of total revenue). 
The next highest yield will be from taxes on movable 
property and income, estimated to total LE 26.5 million 
(11.6 per cent), followed by the yield from taxes on 
land and buildings (LE 18.3 million, or 8.0 per cent). 
Revenues from the State Railways, Telephones, and Post 
Offices are estimated at LE 21.8 million (9.6 per cent). 

Sources: Al Ahram, Cairo, Egypt, July 1, 5, and 7, 1954. 
















Israel's National Income 

Between 1950 and 1953, Israel’s real national income 
(in 1950 prices) rose more rapidly than population. 
During this period, population increased by 30 per cent, 
real national income by 37 per cent, and per capita 
income by 6 per cent. Per capita income in 1950 prices 
rose from 1£265 in 1950 to an estimated [£280 in 1953. 

National income in 1950 was I£340 million, and esti- 
mates in current prices indicate that it rose to [£1,050 
million in 1953. Preliminary estimates for 1954 indicate 
a further increase, to I£1,250 million. In 1950 prices, 
estimates are [£467 million for 1953 and I£510 million 
for 1954. 
Source: Israel Office of Information, Israel Digest, New 

York, N. Y., July 19, 1954. 


Credit for Expanding Jordan Phosphate Production 

A Belgian corporation has agreed to extend a credit of 
JD 800,000 to the Jordanian Phosphates Company for 
imports of machinery needed for expanding the pro- 
duction of phosphates. With expansion, the Jordanian 
company will be able to export to Belgium between 
250,000 and 300,000 tons of phosphates in 1955. Ship- 
ments will be effected through either Beirut or Aqaba. 


Jordan’s exports of phosphates during 1953 amounted 
to 40,000 tons. 


Source: Le Commerce du Levant, 


July 3, 1954. 


Activities of the Syrian Exchange Office During 1953 

The Syrian Exchange Office, in a report to the Ministry 
of Finance, has summarized as follows its purchases and 
sales in 1953 of principal currencies: 
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Net Purchases 


















































Purchases Sales or Sales (—) 
(million currency units) 

U.S. dollars 42.1 26.0 16.1 
Sterling 4.6 7.3 —2.7 
French francs 6,625.9 4,931.7 1,694.2 
Belgian francs 2,228.0 1,790.3 437.7 
Lebanese pounds 35.8 17.5 18.3 
Swiss francs 0.9 1.3 —0.4 
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The figures show that the Exchange Office was, on the 
whole, a net buyer of foreign exchange during the year. 
Since export earnings in sterling are generally not sufh- 
cient to provide importers with the sterling needed, the 
Exchange Office has met this demand by sales of sterling 
on the market. In addition to the purchase on the market, 
the Exchange Office received from petroleum companies 
sterling totaling £4.6 million during 1953. 


Source: Le 


Commerce du Levant, Beirut, Lebanon, 
June 26, 1954. 
Far East 


indian Tariff Schedules and GATT 


Agreement has been reached on the Indian Govern- 
ment’s request to make changes in a limited number of 
items in the GATT schedules. Wines that do not contain 
more than 42 per cent of proof spirit have been with- 
drawn, and the Indian Government is free to modify 
the present rate of duty. The rates of duty have been 
raised on certain dyes derived from coal tar and on 
glass beads, false pearls, and safety razor blades. 

India has agreed (1) not to increase the duty on milk 
foods for infants and invalids, antibiotics, tires with 
metallic frames, and high-speed alloy or special steel 
used in the manufacture of small tools, and (2) to reduce 
the duty on electric hearing aids and raw materials for 
the plastic industry. 


Source: The Times, London, England, July 15, 1954. 


Taiwan's Sugar Agreements 


Taiwan has agreed to sell 300,000 metric tons of raw 
sugar to Japan. Delivery of 100,000 metric tons will be 
made during the summer months, and the remaining 
200,000 tons will be delivered in lots before the end of 
March 1955. The price agreed is US$115 per ton, c.i.f. 
Japan, with the provision, however, that talks may be 
held by the contracting parties to revise the unit price 
should there be any important changes in the world 
sugar price. Japan is the largest purchaser of Taiwan 
sugar. Of the total of 902,568 metric tons of all kinds of 
sugar exported by Taiwan in 1953, 328,703 tons, or more 
than 36 per cent, went to Japan. 

It has been reported that the first sugar contract 
between Taiwan and India in many years was signed 
this spring. Under this contract, Taiwan agreed to 
sell 50,000 metric tons of sugar to India. The first ship- 
ment left Taiwan in April, and it was expected that the 
remaining deliveries would be completed in June. 
Source: Chinese News Service, Press Release, New York, 


N. Y., July 6, 1954. 
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U.S. Cotton Credit to Japan 

The Export-Import Bank of Washington has authorized 
a $60 million credit in favor of the Bank of Japan, to 
finance the purchase of U. S. cotton. This is the fourth 
credit of this type to be authorized in favor of the Bank 
of Japan since 1951 (see this News Survey, Vol. VI, 
p. 145); the total of the credits amounts to $200 million. 
The cotton will be sold through commercial trade chan- 
nels and financed by letters of credit. Advances under 
the credits will take the form of 12-month drafts, bearing 
interest of 3 per cent per annum, drawn on the Bank of 
Japan. 

It is estimated that, for the year ending July 31, 1954, 
U. S. cotton exports to Japan—which in recent years 
has been the largest market for U. S. cotton—will amount 
to one fourth of total U. S. exports of cotton. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., July 27, 1954. 


Payments Formula Between Japan and West Germany 

The payments formula under the payments agreement 
between Japan and West Germany was revised as of 
June 1. 


Japanese trade with West Germany, as with other open 


Previously, foreign exchange settlements for 


account countries, were made through the respective cen- 
tral banks on the basis of individual transactions. Under 
the new method, however, authorized foreign exchange 
banks of both countries are allowed to establish corre- 
spondent relationships with each other, and to hold 
correspondent accounts in U. S. dollars from which settle- 
ments may be made directly. Consequently, the banks 
may issue letters of credit directly to the respective bene- 
ficiaries on a commercial basis without having to obtain 
the central bank’s guarantee, as previously required. It is 
believed that the new formula will expand the volume 
of trade between the two countries for two reasons: 
(1) The 100 per cent margin money required from the 
German banks by the Bank deutscher Lander for the 
guarantee for letters of credit for Japanese goods is no 
longer necessary. (2) The use of usance bills is per- 
mitted, as well as drafts drawn at sight under the previous 
formula. For the time being, however, usance bills for 
the importation of German goods can be used only when 
approved by the Japanese Minister of Finance. 

During 1953, Japan’s trade with West Germany re- 
sulted in an unfavorable balance of US$24.3 million (ex- 
ports $24.7 million and imports $49.0 million). On May 
20, 1954, Japan’s open account with West Germany 
showed a debit balance of $14.0 million. The Japanese 
Government, therefore, is keenly interested in the effects 
of the new formula, and is considering the application 
of a similar system to other open account settlements, 
namely, with France, Italy, and Sweden. 

Source: Bank of Tokyo, Weekly Review of Economic 
A ffairs in Japan, Tokyo, Japan, June 12, 1954. 
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Indonesian Advance Deposit on Imports 


Effective July 12, 1954, the obligatory prepayment on 
imports into Indonesia has been raised from 50 per cent 
to 75 per cent of the value of imports of certain goods 
essential for Indonesian industry, and from 75 per cent 
to 100 per cent of the value of all other imports. The 
system of advance payments was first introduced on 
August 29, 1952, when the payment was fixed at 40 per 
cent of the import value. Effective April 1, 1953, the 
percentage was raised to 75, but later, on October 1, 1953, 
it was lowered to 50 per cent in respect of certain con- 
sumers’ goods and certain goods essential for Indonesian 
domestic industry (see this News Survey, Vol. VI, p. 170). 
Source: A.N.P.-Aneta News Bulletin, New York, N. Y.., 

July 13, 1954. 


Philippine Copra Production 


The U.S. Department of Agriculture has forecast 1954. 
copra production in the Philippines at 1 million long 
tons, compared with an over-all production (copra equi- 
valent) of 865,845 tons in 1953. 

Source: Philippine Association, Philippine Newsletter, 


New York, N. Y., July 14, 1954. 


United States and Canada 


increase in U.S. Tariff on Watch Imports 


In agreement with findings of the U.S. Tariff Com- 
mission, President Eisenhower has increased the import 
duty on watches by 50 per cent. The increase will apply 
to all imports of nonjeweled watches and to watches con- 
taining not more than 17 jewels. For most of the watch 
imports, the increase will range from $0.09 to $1.15 per 
movement. The previous rates of duty had been estab- 
lished in a 1936 trade agreement with Switzerland. 

The President’s action followed recommendations by 
the Tariff Commission and the Office of Defense Mobili- 
zation, which stated that present output of watch manu- 
facturers is inadequate to meet full mobilization re- 
quirements for the precision parts that the industry 
would be required to furnish in the event of war. The 
Swiss Government immediately protested the decision 
and declared that retaliatory action would be taken 
against imports from the United States. 

Source: The Journal of Commerce, New York, N. Y., 
July 28, 1954. 


U.S. Government Metal Stockpile Purchases 


More than 15,000 tons of zinc and 7,000 tons of lead 
were recently purchased by the U.S. Government for 
August delivery. An estimated 12,000 tons of zinc and 
8,000 tons of lead were purchased for the stockpile in 
June and July. Both purchases were made at the pre- 
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vailing market prices of 14 cents a pound for lead (New 
York) and 11 cents a pound for zinc (East St. Louis). 
Consumer demand for these metals has been lagging, 
and prices probably would have fallen in the absence 


.of stockpile buying. 


Purchases of copper for the stockpile have also helped 
maintain the current 30 cents a pound price for this metal. 
A fall in domestic stocks in June was attributed partly 
to deliveries to the stockpile, and partly to record exports. 
Foreign buyers curtailed their copper purchases in 1953 
in the expectation of lower prices, and the abnormally 
large shipments in June are attributed to a need for 
replenishing greatly depleted inventories. 


Source: The Wall Street Journal, New York, N. Y., 
July 19, 1954. 


Canadian Employment 


As a result of the usual increase in construction and 
other outdoor activity, employment in Canada rose by 
102,000, or 2 per cent, from May to June; unemployment 
declined by 32,000. In the 12 months since June 1953, 
the civilian labor force has grown by 75,000, but em- 
ployment has fallen by 20,000; the consequent increase 
of 95,000 in unemployment has raised the percentage 
unemployed from 1.7 per cent to 3.4 per cent. 


Source: Dominion Bureau of Statistics, Daily Bulletin, 
Ottawa, Canada, July 21, 1954. 


Business Sales in Canada 


Canadian manufacturers’ shipments in the first quarter 
of 1954 were valued at Can$4,111 million, 3.5 per cent 
less than shipments in the first three months of last 
year. The decline was due mainly to a 10 per cent fall 
in producers’ and construction goods. Shipments of con- 
sumers goods were virtually unchanged from last year, 
with a fall in durables offset by a rise in nondurable 
goods. Retail sales of automobiles in January-May this 
year were 17 per cent below sales in the corresponding 


five months in 1953. 


Source: Dominion Bureau of Statistics, Weekly Bulletin, 


Ottawa, Canada, July 16, 1954. 


Latin America 
Honduran Budget 


The Honduran budget for the fiscal year ending 
June 30, 1955, as approved by Congress, totals $28 mil- 
lion, or $4 million less than the 1953-54 budget. Ex- 
penditures on the highway building programs are to be 
reduced, since no new loans are contemplated. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D. C., July 19, 1954. 


Broadening of Bank Credit in Bolivia 


The Bolivian Government, by decree dated July 1, 1954, 
authorized all commercial banks (including the Banking 
Department of the Central Bank of Bolivia) to extend 
credits up to a term of eight years for the promotion of 
industrial and manufacturing output. Under this decree, 
the credit ceilings for industrial and manufacturing credit 
imposed in May 1953 have been raised by 30 per cent. 
Furthermore, commercial banks have been directed to 
change gradually the composition of their loan port- 
folios. By July 1955 industrial and manufacturing loans 
should equal 20 per cent of all bank credit outstanding 
on April 30, 1953, which is the basis for the credit ceil- 
ings imposed in May 1953; and by July 1, 1956 the 
proportion should equal 40 per cent. If privately owned 
commercial banks are unable to change the composition 
of their loans by July 1, 1956, their credit margins 
established in May 1953 are to be decreased by a maxi- 
mum of either 20 per cent or 40 per cent, depending on 
the volume of industrial and manufacturing loans which 
they have actually granted. The amount by which the 
credit ceilings of the privately owned commercial banks 
are reduced is to be added to the ceiling of the Banking 
Department of the Central Bank. 


Credits granted in accordance with this decree are to 
bear interest ranging from 8 per cent to 10 per cent, 
without any other charges or commissions. The interest 
rate is to be lower if the borrowing enterprise uses a 
high percentage of domestic raw materials in its produc- 
tion process. Industrial credit is not to be made available 
to enterprises with paid-in capital exceeding Bs 50 million, 
except when new industries are to be established. in 
which case approval from the Central Bank of Bolivia 
is required. All new loans granted in excess of Bs 4 mil- 
lion must be approved by the Monetary Department of 
the Central Bank. Banks are authorized to postpone the 
period of amortization of industrial and manufacturing 
loans until the borrowing enterprise has attained full 
production; until then, only interest will be charged. 


Commercial banks will be permitted to use all public 
deposits to finance these credit operations; for ordinary 
commercial loans the banks should use their capital and 
reserves. Loans granted by the commercial banks under 
the terms of this decree can be rediscounted with the 
Central Bank if, as a result of these transactions, the 
commercial banks are no longer liquid. 


Control over the use of the loans is entrusted to the 
Central Bank of Bolivia. If the recipient of industrial 
or manufacturing credit does not follow the program 
of investment prescribed in the loan agreement, he shall 
be required to repay within 60 days the total amount 
of the loan obtained and also a fine amounting to 10 
per cent of the loan granted. Commercial banks are 
empowered to intervene totally or partially in the manage- 
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ment of the enterprises to which they have granted in- 
dustrial or manufacturing credit when these enterprises 
have not fulfilled the conditions prescribed in their loan 
agreements. 


Source: La Nacion, La Paz, Bolivia, July 2, 1954. 


Other Countries 
New Zealand Budget and New Development Loan 


New Zealand’s Prime Minister and Minister of Finance, 
presenting his budget to Parliament on July 22, stated 
that its objects were to reduce the cost of living, to ease 
the burden on lower incomes, to provide incentives to 
production and greater prosperity, and to leave more 
income in the hands of those who earn it. Tax reduc- 
tions and adjustments, involving a net saving of £11 mil- 
lion, will be introduced. The sales tax will be removed 
from a number of goods, and the land tax rate will be 
reduced and exemptions extended. Income tax changes 
include increases in personal exemption and in exemp- 
tions for dependents, greater reductions from farm in- 
comes for improvement expenditures, and abolition of 
the 21 per cent wartime surcharge. Social security pay- 
ments to widows with children will be increased by 10s. a 
week. After allowance for these changes, the Consolidated 
Fund revenue for 1954-55 is estimated at £174.8 million, 
yielding a surplus of £0.5 million, compared with revenue 
of £182.3 million in 1953-54 and a surplus of £1.8 million 
after the transfer of £3.5 million to the defense fund. 


The Minister also stated that, in view of the great 
improvement in New Zealand overseas funds, the exchange 
allocation system will be terminated at the end of 1954; 
import licenses will still be required for goods subject 
to import controls. The exchange system had been intro- 
duced in 1952 to protect reserves when most imports were 
withdrawn from the import licensing schedule. Importers 
were granted an annual basic allocation of foreign ex- 
change which they could spend freely, subject to securing 
import licenses where necessary. The 1954 allowance 
was 75 per cent of the exchange sold to importers in 
1950 (other than for motorcars). Import licenses are 
still required for imports from dollar, East European, 
and some other countries and, in the case of motorcars. 
from all countries. 


Growing U.S. surpluses of farm products are a source 
of concern to primary producers, and the New Zealand 
Government has made representations to the U.S. Admin- 
istration that disposal of these surpluses should not in- 
terfere with the normal trade of other primary producing 
countries, such as New Zealand. Heavy government ex- 
penditure on public works (which takes 4s. 4d. out of 
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every pound of government expenditure and is exceeded 
only by the 7s. for social services and social security) 
is due to the fact that the two major projects—the 
Roxburgh hydroelectric development and the Murupara 
timber and paper project—are being carried out at the 
same time. When fully developed, however, annual gross 
earnings of the former will be £3 million and those of 
Murupara will be about £7.5 million. 


The U.K. Chancellor of the Exchequer has agreed 
to another £10 million New Zealand loan being placed 
in the London market, and it is likely to be floated before 
the end of the year. U.K. Treasury officials have con- 
firmed that a substantial part of the works program 
has satisfied the condition agreed at the last meeting of 
Commonwealth Finance Ministers (see this News Survey, 
Vol. VI, p. 222), i.e., that to qualify for a loan the work 
must contribute directly or indirectly to improving the 
sterling area’s balance of payments. Commenting on this 
announcement, the Times notes that the previous New 
Zealand loan, floated in London in December 1953, was 
the first cash issue raised in the United Kingdom by New 
Zealand since the 1930's. That 4 per cent stock, 1976-78, 
originally issued at 9844 (see this News Survey, Vol. V1, 
p- 204), is now well above par, and the New Zealand 
Government will probably be able to obtain its next loan 
on cheaper terms. 


Source: The Times, London, England, July 23, 1954. 


Tangier Sterling Rates 


Nonresident transferable account sterling was quoted 
in Tangier at the beginning of July at $2.7634-2.7734 per 
pound, Resident sterling at $2.77-2.7744, switch sterling 


at $2.77-2.7714, and American account sterling at 
$2.8134-2.82. 


Source: The International Banking Corporation of Tan- 
gier, International Banking Bulletin, Tangier, 


July 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
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